The relationship between leadership behavior and firm performance has always been a focus of academic research. This study offers a theoretical model that examines strategic flexibility as an intermediate mechanism in the relationship between transformational leadership and firm performance. On the basis of the dynamic environment in China, we tested environmental dynamism as a moderator in this relationship, empirically validated our hypotheses. We conducted questionnaire surveys of the senior managers of 328 companies located mainly in Beijing, Shanghai, and Guangdong, and received 210 valid samples. The results show that strategic flexibility has a fully mediating role in the relationship between transformational leadership and firm performance. Moreover, environmental dynamism was found to moderate the relationship between transformational leadership and strategic flexibility, as well as having moderating effects on the relationship between strategic flexibility and firm performance. These conclusions indicate that strategic flexibility and environmental dynamism influence the effect of transformational leadership on firm performance.
A Study of Transformational Leadership, Strategic Flexibility, and Firm Performance:
The Moderating Role of Environmental Dynamism Introduction Strategic flexibility is a type of dynamic capability and is a fundamental method in the sustainable development of enterprises (Li & Tang, 2010) . Strategic flexibility describes the capability of enterprises to respond to environmental change promptly and effectively (Sanchez, 1997) . When an enterprise is affected by perceived environmental change and is developing strategic flexibility, a strategic leader is essential. A CEO holds the core position of strategic leadership, controlling and commanding the relevant resources to achieve an enterprise's objectives and playing a crucial role in the process of strategic development and implementation (Dutton & Duncan, 1987) . Whether a CEO can influence, inspire, and stimulate the initiative and dedication of the members of a top management team (TMT), create a good organizational learning atmosphere, inspire team members' innovation, and achieve the improvement of firm performance, depends on whether the CEO can lead the enterprise to change (Chen, Wang, & Yang, 2012) . This type of leadership is called transformational leadership by Burns (1978) . Transformational leadership can not only change and adjust individual employees' consciousness, but can also encourage a change in the TMTs' consciousness, mining their potential and enabling them to lead enterprises to actively respond to complex and changing environments. Transformational leadership thereby enhances strategic flexibility, builds core competitiveness, and realizes effective business performance. However, the existing literature indicates that research on transformational leadership has mainly concentrated on the effect of transformational leadership behavior on individuals (Chen, 2010) . Few studies have focused on how transformational leadership behavior affects the enterprise or organizational level, promoting the establishment of a competitive advantage and improving firm performance. Although some scholars have studied the intermediate variables of corporate culture-such as the mediating roles of entrepreneurial spirit, competitive strategy, organizational learning, and innovation between transformational leadership behavior and firm performanceresearch on the mechanism of this effect has been limited (Bass, 1985) . Studies that have addressed the psychological characteristics of transformational leadership behavior regarding the effects and mechanisms at the enterprise level are typically more focused, and neglect the influence of corporate leaders on the dynamic capabilities of the enterprise (Colbert, Kristofbrown, Bradley, & Barrick, 2008) . Fortunately, research has begun to focus on how transformational leadership can enhance an enterprise's strategic flexibility (Wang & Zhao, 2014) , as well as the role of organizational ability in the black box mechanism of firm performance (García-Morales, Lloréns-Montes, & Verdú-Jover, 2008) . These studies have implications for the introduction of flexible strategies for studying the effect of transformational leadership on firm performance.
Contemporary Chinese enterprises are facing a complicated and changing environment. How to obtain a lasting competitive advantage is the focus of research in the field of strategic management (Lin, Zhao, & Li, 2014) . Compared with developed Western countries, China is in a critical period of economic restructuring. With the development of economic globalization, technological innovation and market competition have become increasingly fierce (Luo, Men, & Zhong, 2014) . The dynamic environment has become the key environmental characteristic that Chinese enterprises should consider when developing strategies. On the basis of upper echelons theory, this research analyzes the relationship between transformational leadership, strategic flexibility, and firm performance models in the context of dynamic environments. The aim is to understand the effect of transformational leadership on the black box mechanism of firm performance from the angle of strategic flexibility.
Literature Review
Transformational Leadership and Firm Performance Transformational leadership was first described in Rebel Leadership: Commitment and Charisma in the Revolutionary Process by Downton (1973) . Subsequently, on the basis of the research of Burns (1978) , the concept of transformational leadership was further defined by Bass (1985) , who stated that transformational leadership allows subordinates to assume tasks of meaning and value, stimulating their high-level requirements and encouraging them to transcend their personal interests and be concerned about firm performance.
Transformational leadership is effective for the establishment of a common vision because it entails focusing on the guidance and motivation of employees, which is conducive to the promotion of staff initiative and further enhances corporate performance. Transformational leaders attach great importance to the concept of emotion and value, paying attention to strengthening communication between employees and promoting employee diversity in the process of leadership. Thus, determining the consistency of an enterprise is facilitated, and its effectiveness can be enhanced (Howell & Avolio, 1993) . The various dimensions of transformational leadership behavior affect firm performance positively. Agle, Nagarajan, Sonnenfeld, & Srinivasan (2006) showed that transformational leadership can overcome organizational inertia and enable an organization to adapt to its environment more effectively, thereby improving its performance. This leads us to propose the following hypothesis:
• H1: Transformational leadership is positively related to firm performance.
Transformational Leadership and Strategic Flexibility
Strategic flexibility is a type of adjustment ability that addresses unpredictable environmental changes and has a crucial impact on firm performance (Aaker & Mascarenhas, 1980) . The dynamic ability school (Teece, Pisano, & Shuen, 2009 ) divides strategic flexibility into either resource flexibility or capability flexibility. Resource flexibility is the ability to make a company develop, manufacture, distribute, and sell products effectively. Capacity flexibility is the ability to discover new resources and integrate those resources into the dynamic environment, and can be used for innovation and increasing income. Capacity flexibility includes numerous internal factors of the coordination flexibility proposed by Sanchez (1995) , and can more effectively determine the strategic flexibility of an enterprise (Wang, Chen, & Jia, 2011) . On the basis of the research of the dynamic capability school, this study defines strategic flexibility as the dynamic ability of an enterprise to obtain a competitive edge in a dynamic environment through the rapid adjustment of strategy and resource allocation.
Upper echelons theory holds that CEOs are the key to developing the strategic flexibility of an enterprise, and that this is achieved through three steps, namely defining the enterprise's vision, selecting its guiding concepts, and explaining its strategy (Shimizu & Hitt, 2004) . CEOs are in the key position in the process of strategic decision-making and their behavior directly affects organizational structure and culture (Elenkov & Manev, 2005) . Organizational structure and culture directly affect enterprise flexibility, which in turn affect enterprise innovation and strategic development. With their spirit of exploration and innovation, transformational leaders disrupt the established learning atmosphere, emphasizing variety and experimentation, and stimulating employees to challenge the status quo, thereby effectively discovering and creating new knowledge and promoting organizational learning (Peng & Zang, 2012) . Organizational learning is held by scholars to be a method for improving the adaptability and efficiency of an organization (Jian, 2000) , as well as enhancing the process of strategic flexibility (Senge, 1993) . Effective learning ability can promote strategic flexibility to achieve the purpose of effective allocation, as well as the discovery and development of resources. Dynamic environments in turn present higher requirements for strategic flexibility, causing the learning ability of the enterprise to more easily form a high level of strategic flexibility. This leads us to propose the following hypothesis:
• H2: Transformational leadership is positively related to strategic flexibility.
The Mediating Role of Strategic Flexibility Strategic Flexibility and Firm Performance
Strategic flexibility is an essential source for gaining competitive advantage that involves responding to environmental changes and overcoming organizational inertia (Madba, 1996) . Through the flexible use of resources and the process of reconfiguration, strategic flexibility can adapt to changes in the environment, quickly grasping external opportunities and substantially reducing business risks and inertia, which increases the probability of business success (Barreto, 2010) . Empirical studies of both Chinese (Yang, Deng, & Fang, 2010) and non-Chinese enterprises (Nadkarni & Herrmann, 2010) , have shown that strategic flexibility can have a significant positive effect on firm performance. This leads us to propose the following hypothesis:
• H3: Strategic flexibility is positively related to firm performance.
Mediating Role of Strategic Flexibility
The dynamic capability school emphasizes the cultivation of dynamic ability and the importance of ability in gaining new competitive advantages in changing environments (Teece et al., 2009 ). Dynamic capability is internalized in the enterprise, which entails the ability to exist in the form of an intermediary. On the basis of resource acquisition, dynamic capability can improve the competitive advantage of enterprises by improving the utilization ratio of resources (Amit & Schoemaker, 1993) . Existing research shows that although resources do not directly affect the competitive advantage of enterprises, they can do so through dynamic capability (Festing & Eidems, 2011) .
Strategic flexibility has the basic characteristics of organization capability; its formation is based on information, and it is the intermediary between enterprise resources and competitive advantage (Amit & Schoemaker, 1993) . By encouraging employees to actively exchange and interact, transformational leadership can establish social networks in the organization, which facilitates the discussion and confirmation of information, thus reducing selective bias errors and improving strategic flexibility (Shimizu & Hitt, 2004) . Therefore, on the basis of dynamic capability theory, this paper argues that transformational leadership exerts an influence on firm performance through the integration of strategic flexibility. This leads us to propose the following hypothesis:
• H4: Strategic flexibility plays an intermediary role in the relationship between transformational leadership and firm performance.
Moderating Role of Environmental Dynamism
Environmental dynamism refers to the unpredictability and frequency of change of the external environment of an enterprise (Dess & Beard, 1984) . High environmental dynamism is characterized by unpredictable and rapid changes. In a highly dynamic environment, a leader must be sensitive to the environment and possess a spirit of adventure, and the ability to make crucial decisions on the basis of incomplete information (Wallace, Little, Hill, & Ridge, 2010) . Conger and Kanungo (1988) argued that types of effective leadership behavior can weaken the negative influence of the external environment. In dynamic environments, charismatic leadership has enhanced sensitivity to the environment, and can effectively implement reform and innovation, thereby adapting to changes in the external environment (Liu & Chen, 2009 ) and increasing the strategic flexibility of the enterprise. This leads us to propose the following hypothesis:
• H5: When the dynamism of the environment increases, the effect of transformational leadership on strategic flexibility increases.
In a highly dynamic environment, enterprises should rely on the construction of strategic flexibility to obtain competitive advantages (Lin et al., 2014) . Increases in environmental dynamism increase the necessity of maintaining a high level of strategic flexibility to effectively respond to changes in the environment and improve performance. In a highly dynamic environment, enterprises must adjust their existing business activities and strategic orientation to address challenges of demand and technological innovation. Strategic flexibility is conducive to improving the internal communication and coordination of an enterprise, as well as enhancing its dynamic competitive advantage, which is positively related to firm performance. In a relatively stable environment, the demand for strategic flexibility is reduced because the pursuit of strategic flexibility leads to increased cost and increased pressure on managers' decisions. Moreover, excessive response reduces the focus on existing strategy. Consequently, the effect of dynamic environments on the relationship between strategic flexibility and firm performance is revealed. This leads us to propose the following hypothesis:
• H6: When the dynamism of the environment increases, the impact of strategic flexibility on firm performance increases. 
Measures
Transformational Leadership. This was based on the multi factor leadership behavior questionnaire published by Bass (1999) . Transformational leadership behavior is divided into four dimensions, namely leadership, charisma, intellectual stimulation, and personalized care.
Strategic Flexibility. In the relevant literature, strategic flexibility is divided into two dimensions, namely resource capability and resource flexibility. Resource flexibility was measured according to Sanchez (1997) and capability flexibility was measured according to Li, Liu, Duan, and Li (2008) .
Environmental Dynamism. This was determined according to Jansen, Van Den Bosch, and Volberda's (2006) measurement.
Firm performance. Return on assets operating was used as a performance indicator in this paper. Control variables. We selected the age of the enterprise, the enterprise asset size, the proportion of state-owned shares, and the corporate asset liability ratio as the control variables.
Sample
The research objects were manufacturing enterprises listed on the Shanghai and Shenzhen stock exchanges, which were selected according to the requirements of the study variables and measurements, data collected through the questionnaire survey, and the combination of secondary data. Data on transformational leadership, strategic flexibility, and dynamic environments were obtained by questionnaire survey. Firm performance and control variables were obtained through the CSMAR database.
Before the investigation, to increase the credibility and feasibility of the questionnaire, the research group first tested 33 enterprises in cities including Guangzhou, Foshan, and Shenzhen. On this basis, the formal questionnaire survey was completed after discussing the subject with relevant experts. The sample enterprises were manufacturing enterprises listed on the Shanghai and Shenzhen stock exchanges before 2010. The survey objects were enterprise managers ranked at the middle level or higher. The survey methods were mail, fax, telephone interviews, and in-person interviews. After more than two months of investigation, a total of 328 questionnaires were issued; the number of valid samples returned was 210.
Reliability and Discriminant Validity
The reliability and validity of the measurement instrument were tested before the statistical analysis of the sample, and the consistency, stability, and reliability of the questionnaire were evaluated.
The dimensions of transformational leaderships' Cronbach's α were 0.924, 0.882, 0.860, and 0.889; the total Cronbach's α coefficient was 0.928. These values show that transformational leadership behavior and its four dimensions had good reliability. We used CFA to test the construct validity of the variables. The four-factor model showed a good fit to the data (χ 2 /df = 2.45; p = 0.000; RMSEA = 0.083; NFI = 0.884; TLI = 0.908; CFI = 0.927). The transformational leadership behavior had suitable construct validity. The dimensions of the strategic flexibility's Cronbach's α were 0.912 and 0.902; the total Cronbach's α coefficient was 0.898. These results show that strategic flexibility and its four dimensions had appropriate reliability. The four-factor model showed a good fit to the data (χ 2 /df = 2.13; p = 0.000; RMSEA = 0.074; NFI = 0.960; TLI = 0.968; CFI = 0.978). The strategic flexibility had suitable construct validity. The Cronbach's α coefficient for environmental dynamism was 0.826, which shows that dynamism had favorable reliability.
To examine the distinctiveness of the variables, we compared the measurement model, which consisted of single factors, double factors, and multi factors, for transformational leadership, strategic flexibility, and environmental dynamism. A good fit to the data (χ 2 /df = 2.10; p = 0.000; RMSEA = 0.073; NFI = 0.918; TLI = 0.936; CFI = 0.955) was the three-factor model. This shows that transformational leadership behavior, strategic flexibility, and environmental dynamism had favorable discriminant validity, and indicates that environmental dynamism simultaneously had appropriate structural validity. Table 1 shows the mean, standard deviations, and intercorrelations among the variables. The results show that main variables are all positively related: transformational leadership is positively correlated with corporate performance (r = 0.283, p < 0.01); transformational leadership and strategic flexibility are positively correlated (r = 0.438, p < 0.01); strategic flexibility and firm performance are positively correlated (r = 0.328, p < 0.01); and environmental dynamism has a strong correlation with transformational leadership, strategic flexibility, and firm performance.
Data Analysis

Findings
As shown in Table 2 , age positively affects strategic flexibility and the scale of the enterprise has a negative impact on strategic flexibility. Transformational leadership is positively related to strategic flexibility (r = 0.378, p < 0.001). H2 was tested (Model 2). Transformational leadership was positively related to firm performance (r = 0.190, p < 0.01), which confirmed H1. Strategic flexibility was also positively related to firm performance (r = 0.262, p < 0.001), which provided support for H3. The method of Baron and Kenny (1986) was proposed for testing the intermediary variables of four regression equations and determined the mediating effect of strategic flexibility. Strategic flexibility was positively related to firm performance, but the impact of transformational leadership behavior was not significant (r = 0.105, p > 0.1). This provided support for H4. Notes: Significant at: +p < 0.1,*p < 0.05, **p < 0.01, and ***p < 0.001; TL = Transformational Leadership; SF = Strategic Flexibility; FP = Firm Performance
To assess the moderating role of environmental dynamism on the relationship between transformational leadership and strategic flexibility (H5), we examined three conditions: a. The significant effects of transformational leadership on strategic flexibility (r = 0.378, p < 0.001), b. the significant effects of transformational leadership and environmental dynamism on strategic flexibility (r = 0.264, p < 0.001; r = 0.351, p < 0.001), and c. the significant interaction (r=0.125, p < 0.05) between transformational leadership and environmental dynamism in predicting strategic flexibility (after controlling for transformational leadership and environmental dynamism). Thus, H5 was confirmed.
H6 refers to the moderating effect after the mediation effect, known as the moderated mediating effect. According to the test procedures proposed by Zhonglin, Lei and Kit-Tai (2006) to examine the effect, a. transformational leadership positively influences firm performance (r = 0.121, p < 0.1) and environmental dynamism is also positively related to firm performance (r = 0.212, p < 0.01; Model 9); b. transformational leadership positively influences strategic flexibility (r = 0.264, p < 0.001) and environmental dynamism has a significant impact on strategic flexibility (r = 0.351, p < 0.001; model 7); c. strategic flexibility is positively related to firm performance (r = 0.165, p < 0.05) and environmental dynamism positively influences firm performance (r = 0.154, p < 0.05; Model 10), indicating that the mediation effect of strategic flexibility is significant; and d. the interaction between strategic flexibility and environmental dynamics positively affects (r = 0.137, p < 0.05) firm performance, which demonstrates that the mediating effect of strategic flexibility on the relation between transformational leadership and performance is moderated by dynamism (model 11). Thus, support for H6 was provided. On the basis that H4 and H5 were established, we further tested whether the moderating effect of environmental dynamism on the relationship between transformational leadership and firm performance is mediated by strategic flexibility. Following Zhonglin et al.'s (2006) test procedures, we regressed firm performance regarding transformational leadership, environmental dynamism, and their interaction. We then examined an insignificant coefficient (r = 0.031, p > 0.1) associated with the interaction, the results of which indicate that environmental dynamism is not a moderator of the relationship between transformational leadership and firm performance (Table  3) .
Therefore, environmental dynamism plays a positive moderating role in the relationship between transformational leadership and strategic flexibility, and also has moderating effects on the relationship between strategic flexibility and firm performance (Figure 2 ). 
Conclusions
This study offers a theoretical model that introduces strategic flexibility as an intermediate mechanism in the relationship between transformational leadership and firm performance. We tested environmental dynamism as a moderator in this relationship. The following conclusions can be drawn from the empirical research.
First, strategic flexibility fully mediates the relationship between transformational leadership and firm performance. The results of this study show that strategic flexibility is a capability that exists in the form of an intermediary and can strengthen the competitive advantage of enterprises by facilitating the acquisition of resources and improving their utilization (Amit & Schoemaker, 1993) . Strategic flexibility can convert all types of resources and capabilities acquired by transformational leadership into competitive advantages. The results provide a new perspective for uncovering the black box relationship between transformational leadership behavior and firm performance. The role of strategic flexibility should be addressed during the process of promoting enterprise transformation.
Second, environmental dynamism moderates the relationship between transformational leadership and strategic flexibility. When an organization is operating in a highly dynamic environment, the effect of transformational leadership on strategic flexibility is strengthened. Compared with previous studies (Wang & Zhao, 2014) , this study not only found that transformational leadership behavior has a positive effect on strategic flexibility, but also identified that when an enterprise is operating in a highly dynamic environment, this influence is significantly enhanced.
Third, environmental dynamism plays a positive moderating role between strategic flexibility and firm performance, which is consistent with previous research results (Yang et al., 2010) . This confirms that the relationship between strategic flexibility and firm performance is influenced by the dynamic environment. When an enterprise is operating in a highly dynamic environment, this influence is enhanced.
Theoretical Implications
This study reveals the crucial influence mechanism of transformational leadership on firm performance, and tested the strategic flexibility and environmental dynamics in which this effect occurs. It thereby provides an essential inspiration for enterprises to obtain competitive advantages in dynamic environments. Research on transformational leadership theory and firm performance has been conducted by Chinese scholars, but seldom from an enterprise level perspective. Moreover, the effect of the dynamic ability of strategic flexibility was unknown. This study is the first to discuss strategic flexibility as an intermediary variable between transformational leadership and firm performance in a Chinese environment on the basis of Western transformational leadership theory. This study further enriches the development of transformational leadership theory, and provides a new perspective to reveal the black box relationship between organizational leaders who exhibit transformational leadership behavior and firm performance.
Practical Implications
The research results have a definite guiding significance for management practice. First, the role of transformational leadership behavior is affirmed. To improve strategic flexibility and performance, leaders must first develop their ability for transformational leadership. They can then establish an organizational vision and provide intellectual inspiration for subordinates and employees. When the level of strategic flexibility is relatively low, the leader can promote environmental dynamics to produce a sense of crisis in the organization; this can become a positive factor and influence the enterprise to enhance strategic flexibility. Second, companies should increase the emphasis on strategic flexibility. The effect of strategic flexibility on firm performance is also regulated by environmental dynamism. Therefore, in this transitional period in China, companies must adjust and reallocate resources in a timely manner in order to adapt effectively to changes in the social environment and improve firm performance.
Limitations and Future Research
Some limitations of this study should be considered. First, strategy formation and excellent performance are the result of the long-term interaction between the CEO and the TMT. Further research on the relationship between strategic flexibility and firm performance should be undertaken on the basis of transformational leadership and TMT interaction. Second, homologous errors occurred because the questionnaire was answered by the subjects of the study. Although the existence of homologous error is insufficient to invalidate the conclusions of the study (Doty & Glick, 1998) , selecting different research subjects in future research is necessary. Finally, this study was limited to a specific time period of the cross section of the study. Future research should consider introducing longitudinal design to further verify the mechanism of the effect.
